What worked in the past wonˇt necessarily work in the future. This is as true in managed care as it is in electronics, telecommunications, and medicine. We didnˇt expect copper wires and dial phones to last forever, and we shouldnˇt expect old managed care techniques to either. The question should be, what should the next phase of managed care look like? Many large carriers, TPAs, and employers have decided to look deeper for answers, and they have focused their attention on specialty managed care solutions.
Clearly, the large generalist Workers' Compensation managed care firms have served us well up till now. While there is some disagreement about their real effectiveness, they have been able to demonstrate significant PPO savings and publish attractive ROI statistics for bill review and case management. Unfortunately for them, they appear to have run their course; across the nation Workers' Compensation payersˇ savings levels are actually declining while network penetration rates are leveling off. While these generalist firms are merging, consolidating, and broadening their reach, their results are diminishing, along with the value they are delivering to their clients. Meanwhile, a whole new branch of the industry has grown up almost unnoticed, until it is now poised to take over a significant share of the Workers' Compensation managed care market.
Who are they?
It is easiest to define specialty Workers' Compensation managed care companies by talking about them in the context of their more common, and in most cases, better known big brothersˇ, the generalist Workers' Compensation managed care firms. Traditionally, generalist firms provide a full range of services, such as networks, bill review, telephonic and field case management, and related services across several, or most markets, to carriers, TPAs, and self-administered employers. Their sales pitch is based on the idea that integratedØ services are easier to administer than fragmented services. The truth is not every network company provides the best network in every state, not every claims adjuster is closely linked to a case manager, and not every case management determination finds its way into the bill review system. Up till recently, the additional benefits inherent in specialty companiesˇ tight focus and special expertise was (in the minds of some) outweighed by the challenge of working with multiple vendors. The recent startling growth of specialty managed care firms proves that many Workers' Compensation carriers, employers, and claims payers are revisiting that calculus and finding that specialty Workers' Compensation managed care programs are highly cost-effective.
The specialty managed care companies concentrate on a geographical area, type of care or case where their expertise and focus enables them to deliver outcomes, defined as improved patient functional status and lower costs, that are significant improvements over those results delivered by their broad-based competitors. A specialty company might be expert in the management of physical therapy, catastrophic cases, or radiology. They may know a particular state, or a type of provider, better than anyone. They may have networks, bill review, and/or case management and referral management, or just one of these services. However, unlike the broad-based managed care firms, they make a point of their specialty, concentrating their efforts where they have expertise.
Their narrow focus has been their strength; it has enabled them to avoid the problems of their broadbased brethren. Freed from having to manage every case, they can concentrate on those cases where their experience tells them they will have the greatest impact.
There are two general types of specialty firms; those that are geographically focused and those that concentrate on a type of care or type of provider.
Typically, geographic firms provide network access, and sometimes other services such as bill review and case management in a state. Their local knowledge and presence has several advantages:
• Ability to work with local claims and policyholder staff to educate them on and interface with the provider community Duplication or dissemination in any form without the author's express written consent is prohibited.
• Local experience helps identify the providers that are most attractiveØ, lending credibility to the network
• Deep knowledge of state regulations and the legal environment is invaluable to adjusters
• Strong ties to and knowledge of the provider community enables them to negotiate more intelligently and effectively, driving down costs and delivering the best providers.
• Local knowledge ensures they are on top ofØ changes in the health care community; mergers, alliances, and ventures that will impact patients and insureds.
• Typically, local firms have good access to and relationships with local regulators and officials, streamlining regulatory approvals and the like.
Examples of strong local firms include Choice Medical Management in Florida, MagnaCare in New
York City, and EOS in California. While these are three very different firms, all enjoy strong market share positions, effective networks, locally-expert staff, and excellent results.
Specialty firms
Unlike geographically focused companies, specialty firms concentrate their energies and resources on a type of care or specialty and likely operate in several jurisdictions. They may work in the imaging, physical therapy, occupational medicine, or pharmacy sectors, among other niches. Wherever they are concentrated, effective specialty firms have several common features.
• Extensive in-house expertise in their niche ∂ PTs, pharmacists, radiologists etc.
• Unique or specific business models that are highly relevant to their niche
• Highly effective technology solutions that enable integration of their program into broad-based programs
• Strong data collection, analysis, and reporting orientations
• Medical management programs that address the unique nature of their niche; e.g. DUR for pharmacy; utilization management tools for PT.
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• Systems connectivity capabilities that facilitate integration of their program into a payerˇs overall managed care offering
• Deliver value to providers in the form of technology, billing management, connectivity, medical guidelines, cash flow management tools 
